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L-//EGYPT/FEDAVYEEND IN MIS SPEECH ON OF JULY. PRESIDENT 
SADAT MADE A POINTED ATTACK ON ARAQ GOVERNMENTS THAT HAVE 
TRIED TO SUPPRESS OR CURD FEDAYEEN ACTIVITY. SADAT AFFIRMED 
CGYPT'S MOUNCONDITIONAL® SUPPORT FOR FEDAYCEN ACTION--AS 
OPPOSED SIMPLY TO SUPPORT FOR THE PALESTINIAN CAUSE. 

THE DEGREE OF SADAT'S SUPPORT FOR THE FEDAYEEN~-ALYUAYS 
MORE VERBAL THAN TANGIBLE--VARIES. HIS ATTITUDE IS OFTEN 
GOVERNBEBD HY HIS CURRENT MOOD TOUMARD THE US AND ISRAEL. AND 
TOWARD THE PROSPECTS FOR MOVEMENT ON A SETTLEMENT. 

IN JANUARY. AT THE START OF UHAT PROVED To Ar 4 
SMORT-LIVED EGYPTIAN DIPLOMATIC CAMPAIGN TO INDUCE PROGRESS 
ON A SETTLEMENT, CMMAIRO INDICATED THAT IT REGARDED THE 
SETTLEMENT QUESTION AS A TWUO-PRONGED ONE. ONE ASPECT IN- 
VOLVED THE RESOLUTION OF EGYPT'S TERRITURIZL PROBLEMS WITH 
ISRAELS THE OTHER--WHICH CAIRO MADE CLMEAR WAS THE 
PALESTINIANS’ PROBLEM TO SOLVE AS THEY C!OSE--INVOLVED 


PALESTINIAN TERRITORIAL ASPIRATIONS. 
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THIS EGYPTIAN VILLINGNESS TO STAND ASIDE FROM THE 
PALESTINIANS EVAPORATED LAST SPRING IN THE HEAT GENERATED 
AGAINST THE US AND ISRAEL BY THE ANNOUNCEMENT OF ADDITIONAL 
US ARMS SALES TO ISRAEL. THE US REACTION TO THE KHARTOUN 
INCIDENT, AND THE ISRAELI ASSASSINATION OF THREE PODAYCEN 
LEADERS IN QEIRUT. OY THE START OF THE UN MIDDLE EAST 
DEBATE Ih JUNE. HOULVER., CAIRO HAD REVERTED To A MODERATE 
APPROACH. AND RETURNED TO THE FORMULA FOR DISENGAGING EGYPTIAN 
AND PALESTINIAN INTEREBSTS. 

P THE CPTSGDE GAS SHORT-LIVED. CAIRO HAS RETURNED 
G THE VIE THAT THE US TS DETERMINED To BLOCK ANY EGYPTIAN 
ATTEMPT. MOLEVER REASONAULE IN CAIRO'S CYES, TO ACHIEVE PROGRESS 
AT THE UN IN PARTICULAR AND TOWARD A SETTLEMENT IN GENERAL. 

SADAT. IN SHORT, YOULD LIKE TO RID HIMSELF OF THE FEDAYEEN- 
BUT HE HAS NOT YET FOUND A UAY OF ACCOMPLISHING THIS UITHOUT 
DOING SEVERE DAMAGE TO HIS NATIONALIST STANDING. THE FEDAYEEN ‘ 
ARE THE SYMBOL OF THE STRUGGLE AGAINST ISRAEL AND AGAINST THE 
US. AND FRUSTRATION FROM THESE QUARTERS DEMANDS A STRONG 
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REAFFIRMATION OF SUPPORT FOR THE 


CGYPTIAN-FEDAYELM RELATIONS WILL 


data HO RLENG MOVED HWE 


Ost AY 


ren # 


FEDAYEEN. FLUCTUATION In 
CONTTNUE IN CORRESPONDENCE 


WITH THE UPS AND DOUNS IN EGYPTIAN ATTITUDES TOWARD THE OVERALL 


PRCHLEM OF RESOLVING THE MIDDLE EAST IMPASSE. {SECRETIZ/ 


2. GREECE/TURKEY: STRAINS HAVE DEVELOPED IN GREEK-TURKISH 


RELATIONS OVER THE PAST YEAR AS A RESULT OF RELATIVELY MINOR 


CLASHES BETWEEN GREEK AND TURKISH NATIONALS LIVING IN NORTHERN 


GREECE AND IN ISTANBUL. THE Tuo 


GOVERNMENTS HAVE THEREFORE 


AGREED TO HOLD INFORMAL WORKING LEVEL DISCUSSIONS ON MINORITY 


PROBLEMS. 


THE US EMBASSY IN ATHENS IS NOT OPTIMISTIC THAT THE EXPECTED 


TALKS WILL CLEAR THE AIR. THE FI 


RST MECTING IS YET To BE HELD 


AND NO REALLY NEW APPROACH TO MINORITY ISSUES SEEMS LIKELY. 


STILL.» THE FACT THAT BOTH COUNTRIES’ FOREIGN MINISTERS HAVE 


BACKED THE TALKS SHOULD HELP CREATE A FAVORAGLE ATMOSPHERE. AND 


VENT FUTURE HINORITY INCID NTS 


FROM BEING BLOWN OUT OF PROPORTION. “CONFIDENTIAL? 


3-//ALGERIA/FRAWCE: FOREIGN 
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VISIT TO PARIS WAS SUCCESSFUL IN TERMS OF PUDLIC RELATIONS S HE : 
MADE AN EXCELLENT IMPRESSION ON FRENCH OFFICIALS AND WAS WELL 
TREATED BY THE PRESS AND PUBLIC. SPECIFIC AGREEMENTS ON MATTERS 
OF SUBSTANCE WERE LEFT FOR FUTURE NEGOTIATIONS . HOWEVER. 

DURING HIS VISIT BOUTEFLMIKA FOCUSED ON GENERAL ISSUES TO 
LAY THE GROUNDWORK FOR FUTURE MEETINGS, INCLUDING A POSSIGLE 
EXCHANGE OF VISITS BETWEEN PRESIDENT POMPIDOU AND PRIME MINISTER 
BOUMNEDIENE. QOUTEFLIKA TOLD THE FRENCH THAT ALGERIAN INTERESTS 
INCLUDE: 

“~AN INCREASE IN THE FRENCH "COOPERANT®? PROGRAMS 

~~A LARGER ONOTA OF ALGERIAN ZORKERS IN FRANCES 


“~ADDITIONAL LOANS FOR ALGERIA’S DEVELOPMENT PROGRAM. 

NOTWITHSTANDING THE IMPROVED ATMOSPHERE. SEVERAL CONTENTIOUS 
ISSUES WILt HAVE TO BE RESOLVED BEFORE BILATERAL RELATIONS IMPROVE 
SIGNIFICANTLY. ACCCRDING TO THE FRENCH ANBASSADOR TO ALGIERS. 
INSIST ON BRIOR SETTLEMENT OF THREE MA 


~~ COMPENSATION FOR FRENCH PROPERTIES NATIONALIZED BY ALGIERS: 
--TRANSFER OF FUNDS FROM FROZEN BANK ACCOUNTS OF FORMER 
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~-GETTER TREATMENT OF FRENCH NATIONALS IN ALGERIA, WHO ARE 
SUBJECT TO AROITRARY ARREST. 

ALTHOUGH THESE ISSUCS WERE DISCUSSED IN PARIS, NO ATTEMPT 
WAS MADE TO ACHIEVE IMMEDIATE SOLUTIONS. {SECRETI// 

4. ZAMBIA! SIX MONTHS AFTER THE BORDER WITH RHODESIA WAS 
CLOSED, ZAMBIA IS STILL STRUGGLING TO RERUIITE THE &LO PERCENT OF 
ITS TRADE THAT FORMERLY TRANSITED RHODESIA AND MOZAMBIQUE. FOR 
THE FIRST TIME SINCE THE CLOSURE. MMNMMCOPPER EXPORTS, WHICH 
ACCOUNT FOR 9S PERCENT OF ZAMBIA'S FOREIGN EXCHANGE. ARE BEING 
AFFECTED. IMPORTS, A PROBLEM FROM THE BEGINNING. ARE NOU RUNNING 


AT LESS THAN HALF OF LUSAKA’S ESTIMATED MONTHLY REQUIRCNENT OF 
Lc0.000 TONS. SHORTAGES OF REPLACEMENET PARTS, COMMODITIES, 
AND RAW MATERIALS HAVE BEGUN TO APPEAR AND ARE LIKELY To INCREASE 
OVER THE NEXT SIX MONTHS. 

A UN SURVEY TEAM THAT VISITED ZAMBIA IN FEBRUARY ESTIMATED 
THAT EQUIPMENT. MANPOWER, AND TRANSPORT COSTS FOR THE FIRST YEAR 
OF WEROUTING WOUL? COST @200 MILLION. SO FAR, HOWEVER, ONLY #50 
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MILLION HAS BEEN PLEDGED DY FOREIGN DONORS. HOST OF THIS MONEY 
WILL GE USED TO PURCHASE AND OPERATE 1,000 GENERAL CARGO TRUCKS 
TO MOVE GOODS TO AND FROM THE TANZANIAN PORT OF DAR CS @Q0RR® 
SALAAM. ALTHOUGH LUSAKA HAS BOUGHT OR F.FASED ALMOST 750 OF THESE 
TRUCKS FROM SUPPLIERS IN THE US. GREAT GHKITAIN, WEST GERMANY, 
JAPAN, AND SWEDEN. FEW WILL BE AVAILABLE BEFORE THE END OF THE 
YEAR. 

PROSPECTS FOR INCREASES IN ZAMBIAN TRADE THROUGH THE NOST 
CONVENIENT ROUTES--DAR ES SALM@AAM AND THE ANGOLAN PORT OF 
LOBITO--ARE NOT PROMISING. DAR ES SMALAAM IS HANDLING ONLY 
A LITTLE MORE ZAMBIAN TRADE THAN IT DID PRIOR TO THE GORDER 


CLOSURE. INEFFICIENCY ON THE PART OF THE PORT AUTHORITIES 

IN DAR ES SALAAM AND BY THE ZAMBIANS THEMSELVES PRECLUDE ANY 
LARGE INCREASE IN THE IMMEDIATE FUTURE. A SUBSTANTIAL PORTION 
OF LUSAKA'S IMPORTS. INCLUDING MOST BULK CARGO AND HEAVY 
HINING CQUIPAENT, HAS GEEN ROVING OVER THE LONG RAIL LINE 
MFROM LOGIT. PORT CONGESTION THERE HAS RISEN 


DRAMATICALLY. HOWEVER, AND SINCE L JULY A CO-PERCEWT SUR- 
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CHARGE HAS BEEN LEVIED ON GOODS TRANSITING THE HARHOR. 
{CONFIDENTIAL} 

5+  TRAN-JORDAN-~TUNISIA!: TEHMRAN'S LATEST DISPLAY OF 
SUPPORT FOR THE ARAB MODERATES INCLUDES LOANS OF 65 MILLION 
EACH TO JORDAN AND TUNISIA. THE SHAH WANTS BETTER RELATIONS 
WITH HUSAYN AND BOURGUIBA, BOTH LEADERS OF CONSERVATIVE 
ARAB STATES. IN ORDER TO EXTEND HIS INFLUENCE IN THE MIDDLE 
EAST. HUSAYN IN PARTICULAR WILL WELCOME THE LOAN BECAUSE 
HE HAS BOEN UNDER PRESSURE FROM SOME ARABS TO REVISE HIS 
STRONG ANTI-FEDAYEEN POSITION IN RETURN FOR FINANCIAL 


ASSISTANCE. {CONFIDENTIAL}? E22? INPDETH 


DO/D 10> 


25X1A 
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oare: 25 JULY 1973 
OnC: = 25X1A 
UNIT: OCI/PRES 

ExT: 2562 
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CUROPEAN ORIEF O1L. 
ITEMS MARKED &@ HAVE BEEN COORDINATED WITH THE DEPARRTMENTS oF 
STATE AND DEFENSE. 

RL-//EC-SPAIN: THE TALKS LAST WEEK BETWEEN THE EUROPEAN 
COMMUNITIES AND SPAIN OVER THE LATTER'S LINK WITH THE ':NLARGED 
EC SETTLED ON AN OBJECTIVE FOR A FREE-TRADE AGREEMENT, BUT THE 
TWO SIDES REMAIN FAP APART ON THE TREATMENT OF AGRICULTURAL 
PRODUCTS AND THE TIMING OF THE OVERALL ARRANGENENT. 

THE EC PROPOSED THAT TRADE RESTRICTIONS ON INDUSTRIAL PRODUCTS 
BE ENDED BY 1977 AND THAT IMPORT RESTRICTIONS ON OTHER PRODUCTS, 
PRIMARILY AGRICULTURAL, BE PHASED OUT OVER A LONGER PERIOD. 

THE SPANIARDS, HOWEVER, WANT THE COMMUNITY TO STEP UP THE PACE 
OF FREEING AGRICULTURAL TRADE WHILE PERMITTING SPAIN TO SLOU 
DOWN ITS TARIFF REDUCTIONS FOR T'vUSTRIAL PRODUCTS. 

THE TWO SIDES WILL RESUME NEGOTIATIONS IN LATE SEPTEMBER. 
DESPITE THE WIDE DIFFERENCES SEPARATING THE THO SIDES, MADRID 
SEEMS OPTIMISTIC THAT THE COMMUNITY WILL MAKE ENOUGH CONCESSIONS 
ON SPANISH AMGRICULTURAL EXPORTS TO ALLOU BSPAIN TO QUALIFY AS 
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A FREE-TRADE AREA UNDER THE GENERAL AGREEMENT ON TARIFFS AND 
TRADE {GATT}. IF THE EC PREFERENTIAL ARRANGEMENTS WERE TO 
ENCOMPASS MOST OF THE TRADE IN INDUSTRIAL AND AGRICULTURAL 
PRODUCTS, US OBJECTIONS TO THEM ON GROUNDS CF INCOMPATIBILITY 
WITH GATT WOULD BE MORE DIFFICULT TO SUSTAIN. 

THE DTSCUSSIONS WITH SPAIN ASE THE FIRST IN A SERIES OF 
NEGOTIATIONS BEGINNING THIS SUMMER IN WHICH THE EC INTENDS To 
DEVELOP ITS SO-CALLED MEDITERRANEAN POLICY. THE FIRST ROUND HAS 
BEEN CONCLUDED WITH ISRAEL. WHICH ALSO FINDS FAULT WITH THE 
COMMUNITY'S MAJOR OFFERS ON AGRICULTURE. TALKS AETUEEN THE EC 
AND THE MAGHREB COUNTRIES ARE SCHEDULED FOR LATER THIS SUMNER. 
CCONFIDENTIAL}// 

c+ WARSAW PACT: A HUNGARIAN JOURNALIST# HAS TOLD THE US 
EMBASSY IN BUDAPEST THAT THE RECENTLY CONCLUDED "IDEOLOGICAL 
COOPERATION” AGREEMENTS AMONG VARIOUS WARSAW PACT COUNTRIES WERE 
INSTIGATED BY THE SOVIETS, WHO ARE CONCERNED THAT INCREASED 
CONTACTS WITH THF WEST WOULD THREATEN IDEOLOGICAL PURITY AND 
SOCIALIST SOLIDARITY. THE SOURCE CLAIMED THAT THE AGREEMENTS 
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ARE PRECAUTIONARY STEPS DESIGNED TO SET GUIDELINES FOR PARTY 
REHAVIOR AND TO OUTLINE TO THE GENERAL PUBLIC THE LISNMIT. OF 
TOLERANCE DURING DETENTE. HE SUGGESTED THAT THERE MIGHT BE 
FURTHER DEVELOPMENTS FROM THE FORTHCOMING CRIMEA SESSION OF 
OARTY LEADERS. 

A YUGOSLAV SOURCE IAS ASSERTED THAT NOBODY--ESPECIALLY 
THE HUNGARIANS AND POLES--WANTED THE AGREEMENTS, BUT WENT AHEAD 
WITH THEN AS A GESTURE OF SOLIDARITY WITH MOSCOW. A ROMANIAN 
DIPLOMATIC SOURCE CLAIMS THAT BUCHAREST HAS NOT PARTICIPATED 
BECANSE OF THE CLEAR ANTI-CHINESE BIAS IN THE AGREEMENTS, AND 
BECAUSE ROMANBIA WISHED ONCE AGAIN TO DEMONSTRATE ITS NSRRNOERES 
TNDEPENDENCE. {CONFIDENTIALD 

3.//USSR-W. GERMANY: THE SOVIETS FORMALLY PROTESTED ON 23 
JULY THAT PROVISIONS IN A DRAFT WEST GERMAN LAU NOW UNDER CON- 
SIDERATION IN THE BUNDESRAT VIOLATE THE QUADKIPARTITE AGREEMENT 
ON BERLIN. THE PRATEST WAS REGISTERED IN AN AIDE-MENOIRE PRESENTED 
TO THE US. BRITISH, AND FRENCH EMBASSIES IN MOSCOW. ACCORDING 
TO THE SOVIETS, THE DRAFT "INTRODUCTORY LAU @MMBBTO THE CRRIMINAL 
DATE: 
ORIG: 


UNIT: 
EXT: 
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CODE" VIOLATES PROVISTONS IN THE QUADRIPARTITE AGREENENT THAT 
STATE WEST BERLIN IS NOT A PART OF WEST GERMANY AND SHALL NOT 
BE GOVERNED BY IT. MOSCOW ALSO MAINTAINS THAT THE DRAFT LAU 
AFFECTS SECURITY MATTERS, IN VIOLATION OF THE AGREEMENT. 

THE SOVIETS HAVE CONSISTENILY ADOPTED A STRICT INTERPRETA- 
TION OF THE WEST GERMAN - WEST BERLIN RELATIONSHIP PERMITTED BY 
THE AGREEMENT AND HAVE BEEN QUuIcK TO CALL ATTENTION TO ALLEGED 
DEVIATIONS. UNDER ESTABLISHED PROCEDURES. WEST GERMAN DRAFT LAWS 
ARE EXTENDED TO WEST BERLIN WITH TMHE PERMISSION OF THE WESTERN 
ALLIES, AND A DETERMINATION WILL THEN HAVE TO BE MADE AS TO 
WHETHER THE SOVIET COMPLAINTS HAVE HERIT. 

THIS PARTICULAR PROTEST MAY BE RELATE) TO THE RECENT 
EXCHANGE OF ACCUSATIONS OVER BERLIN MATTERS. THE SOVIETS STATE 
THAT THEY HAVE "ADDITIONAL DATA INDICATING THE EFMFORTS OF THE 
FRG AUTHORITIES TO ACT IN CIRCUMVENTION OF THE QUADRIPARTITE 
AGREEMENT” AND "RESERVE THE RIGHT TO RETURN T% THIS QUESTION IN 
THE FUTURE.” THE FOREIGN MINISTRY OFFICIAL WhO PRESENTED THE 
AIDE-MEMOTRE SATD, HOWEVER, Ti. MOSCOW DID NOT INTEND To 
DATE; 

ORIG: 


UNIT: 
EXxy: 
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PUDLICTSE IT. (CONFIDENTIALIS/ 

“.  HULGARIA: THE SUMMER DOLDRUNS UERE BROKEN IN SOFIA 
LAST WEEKEND WY THE VIRITS OF FRENCH PREMIER NESAMER AND FOREIGN 
MTNINTER JONERT. AND TURKISH FOREIGN MINISTER QAYULKEN. 

AESSMER UBAS THE FIRST FRENCH PREMICR TO VISIT BULGARIA 
SINCE THE END OF WORLD WAR IIT. THE CNOASSY IN SOFIA REPORTS 
THAT ITS MAJOR ACCOMPLISHMENT WAS IN THE REALM OF ATNOSPHERICS. 
THE FINAL COMMUNIQUE POINTS TO FUTURE BILATERAL CCONONIC 
COGPERATION. HINTING AT ¢ POSSIBLE LONG-TERM AGREEMENT ON 
SCIONTIFIC-TECHNICAL COOPERATION® AND ENDORSING INCREASED TRADE. 
F FURRISH FOREIGN AIWISTOER BAYULKEN. ON THE 
CUCHES O% A HUTAGER GF SENSITIVE BILATERAL PROBLENS. 
THE FINAL COMMUNIQUE INDICATES MEASURES ARE UNDER COnSIDERATION 
TO EXPEDITE THE EMIGRATION OF ETHNIC TURKS FROM BULGARIA TO 
TURKEY. AN AGREEMENT WAS REACHED ON HOLDING HIGH-LEVEL TOREIGH 
MINTSTRY TALES AT LEAST ONCE A YEAR. AND ON MEETINGS EVERY SIx 
MONTHS BOTVECEN THE HEADS OF PRESS AND INFORMATION SERVICES. 

THE TUO SIDES AGREED TO EXPLORE POSSIBILITIES FOR EXPANDING 
Hate 
amc 


mit 
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PCONORTC TIEN. AND PLEBCED TO GIVE STRONGER ITNPE TUT To CULTURAL 


FULATIONS AND PY CHANGES. 

THE COMMUNT@UL ALNO PRATAES EURIPEAM DETENTE AND APPLAUDS 
THE VIENNA TALES O8 FORCE REDUCTIONS. @ ON THE GALEANS. THE TYO 
SEDES “CONFIRMED THEIR CONVICTIONS THAT DEVELOPING GOOD RELATIONS 
AMONG THE DALEAN STATCS WILL CONTRIBUTE TO THE MAINTENANCE OF 
PEACE AND SECURITY IN THC REGION." (CCONFIDONTIALD 

5. CPECHOSLOVAKIA ACCORDING TO FOREIGN TRADE MINISTER 
AARCAR. PRAGUESR TRADE VITH THE "CAPITALIST COUNTRIES" DURING 
THE FIRAT RIX MONTHS OF 3973 ROSE MUCH MORE SHARPLY THAN DID 
TTR TRADE WITH THE “SOCTALIST COUNTRIES." WRITING In RUDE 
PEAVO. THE PARTY DAILY. QARCAK REPORTED THEMAT EXPORTS TO THE 
FORMER ARE UP 4.4% OVER THE LEVEL OF THE BMEFIRST Six moNTHS 
OF LAO. AND THAT IMPORTS ARE UP 20.5%. IN CONTRAST TO AN 
INCREASE IN TOTAL EXPORTS OF 8.9% AND IMPORTS OF 12-83. 


ih ITS TRADE STATISTICS. Owacucss 


SfoOF Tuc TEEN 
“CAPITALIST COUNTRIES" INCLUDES ALL STATES THAT ARE NOT 


RULED BY COMMUNIST PARTIES. SINCE CZECHOSLOVAK TRADE wrtn 
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THE DEVELOOING COUNTRIES STAGHATOD DUNTNG THE FIRST QUARTER 


THIN YEAR. THE INCREASE TS DUE TO EXPANDED TRADE WITH THE 
INDUSTRIALIZED WEST. 

THE FACT THAT QARCK FAILS TO INMDICATE ANY DISPLEASURE 
OVER THIS DCVELGPMENT. PLUS MIS INDICATION THAT THE PLAN IS ON 
TRACE. LENDS CREDENCE TO THE ARGUMENT THAT THE REGIME 18 acTIVELY 
SECKIONG TO DIVERSIFY JTS TRADE PATTERNS (LAST YEAR. OVER 702% 

GF CZECHONLOVAKIA'S TRADE @VUAS WITH COMMUNIST COUNTRIES). FACTORS 
QEMTND SUCH A MOVE PRODADLY INCLUDE REPORTED SOVIET PRODDING 

TO GET THE HLOC TO SEEK ALTERNATE SOURCES OF RAY MATERIALS AND 
ENERGY RESOURCES. INCREASED INTEREST IN MESTERN TECHNOLOGY 
(INCLUDING INCREASED AVAILABILITY). AND THE PROVEROIAL OLTICR 
QUALITY OF YESTERN PRODUCTS. 

ONE RESULT OF THIS DIVERSIFICATION UNDOUBTODLY WILL GE an 
INCREASE IN THE DEFICIT THAT PRAGUE HAS CONTINUALLY RUN IN ITS 
TRADE WITH THE INDUSTRIALIZED VEST. CCONFIDENTIAL) 

b-//HUNGARY: A BRITISH LABOR PARTY DELEGATION THAT INCLUDED 


SHADOW FOREIGN MINISTER CALLAGHAN MET WITH TOP HUNGARIAN 
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OFFICTALS DURING A RECENT MFIVE-DA’ STAY TM BUDAPEST. SESSIONS 
MITH PARTY LEADCR KADAR. POLITHURO MEMQER KOMOCSIN. AND FOREIGN 


ATNISTER PETER UNDERLINED HUNGARY'S INTENT TO MAINTAIN 
2 ¢ e as | ari 400D 
a LA BoR 
TES WITH THE 


TW PoWwEeR, 
ieee, IY I3 HIGHLY UNUSUAL FOR KADAR TO RECEIVE mesucn 


me 


ARTY EVEN THOUGH Ito fie' 


A DELEGATION. QUT HE HAS TALKED YITH AN ADNORMALLY LARGE NUMOER 
OF FOREIGN DIGNITARIES OVER THE LRAST @Tu0 WEEKS. BUDAPEST IS 
KEENLY INTERESTED IN EXPANDING ITS COMMERCIAL RELATIONS WITH 
LONDON. MAY FEEL THAT LAHOR HAS A MORE SYMPATHETIC CAR, AND 

MAY VELL BELIEVE LCaepoR'Ss se he THAT TT WILL BE BACK IN POWER 


BEFORE LONG. CCONFIDENTIAL) C-2 InPDrT.d 
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VESTERN HEMISPHERE DRICF OD. 
THE FOLLOUTNG ITEMS HAVE NOT BEEN COORDINATED. 
Bh. /7/ARGENTINA! MANCUVERING OVER THE NAMING OF A VICE- 


PRESIDENTIAL RUNNING MATE FOR JUAN PERON HAS RESULTED IN SHARP 


DISPUTES AMONG PERON'S SMALL CIRCLE OF CLOSE ADVISERS. 

JORGE OSINDEs PERON’S ADVISER ON MILITARY AND INTELLIGENCE 
AFFAIRS. REPORTEDLY HAS SUBMITTED HIS RESIGNATION AS AN UNDER- 
SECRETARY IN THE MINISTRY OF SOCIAL WELFARE. HIS RESIGNATION 
WAS ACCOMPANIED BY A STRONGLY WORDED ATTACK ON SOCIAL WELFARE 
MINISTER LOPEZ REGA. OSINDE CHARGED LOPEZ REGA WITH PERMITTING 


LEFTIST INFILTRAT™ON IN THE MINISTRY BUT PRIVATELY CONFIDED THAT 
ONE OF HIS PRIMARY CONCERNS WAS LOPEZ REGA'S MANEUVERING TO 
BECOME PERON'S VICE-PRESIDENT. PERON REPORTEDLY HAS OFFERED 
OSINDE THE POST OF SECRETARY OF THE NATIONAL SECURITY COUNCIL. 
CONFLICTS GETWEEN OSINDE AND LOPEZ REGA. WHO SERVED FOR 
fATE SECRETARY, FIRST SECAHE EVIDENT LAST 
NOVEMBER WHEN PERON ENDED HIS LONG EXILE AND VISITED BUENOS 
AIRES. THEN AS NOW IT WAS REPORTED THAT BECAUSE OF HIS ILLNESS 
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PERON HAD BECOME VERY DEPENDENT OM HIS WIFE ISAULL AND LOPEZ 


REGA. OSINDE HAD PLANNED TO ARRANGE CONTACTS GETWEEN PERON AND 
OTHER OUTSIDE POLITICAL FORCES, BUT ISABEL AND Lopez REGA 
ALLEGEDLY WERE ABLE TO LIMIT PERON TO ONLY A FEW MEETINGS. THEY 
WERE ALSO REPORTED TO HAVE PUSHED STRONGLY FOR THE NOMINATION 
OF HECTOR CAMPORA. 
ACCORDING TO OSINDE, ISABIL AND LOPEZ REGA ARE NOU WORKING 

IN CONCERT TO HAVE LOPEZ REGA BECOME A VICE-PRESIDENTIAL CANDIDATE. 
REPORTS THAT THESE TWO WIELD CONSIDERABLE INFLUENCE OVER THE 
AGING AND AILING FORMER DICTATOR MAY BE EXAGGERATED. BUT ANOTHER 
SOURCE REPORTS THAY PERON IS WAVEZING ON THE SELECTION OF RADICAL 
PARTY LEADER BALBIN AS HIS RUNNING MATE. {SECRET NO FOREIGN 
DISSENMD// 

c. BRAZIL: FINANCE MINISTER DELFIM NETO ONCE AGAIN HAS 
ANNOUNCED THAT THE GOVERNMENT WILL BE ABLE TO LINIT INFLATION 
TO TWELVE PERCENT THIS YEAR. AND USED THE JUST PUBLISHED FIGURES 


FOR THE FIRST HALF OF 1973 TO SUPPORT HIS POSITION. 
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THE US ENDASSY. MOULVER, USING THE SAME FIGURES. HAS CON- 


CLUDED THAT IT WILL BE IMPOSSIOLE FOR THE GOVERNMENT TO MEET THAT 
GOAL. THE “OFFICIAL” FIGURES ARC RIO DE JANEIRO ONLYs UNERE THE 
COST OF LIVING ROSt b-8 PERCENT BETWEEN JANUARY AND JULY. BUT 
IN THE OTHER AREAS OF THC COUNTRY, PRICE INCREASES AVERAGED 
HIGHER--UP TO 4.32 PERCENT IN SOUTHERN PORTO ALEGRE. FOOD WAS 
THE LEADING ITEM IN PUSHING PRICES HIGHER THROUGHOUT THE COUNTRY 
EXCEPT R10. FURTHER SUGGESTING THAT THE GOVERNMENT IS RIGGING 
PRICES IN ORDER TO "OFFICIALLY" MEET THE INFLATIONARY GOAL. YL. 
EVEN ULTH RIGGING, OUR ENBASSY CONSIDERS THAT THE OFFICIAL FIGURE 
UILL HAVE TO EXCEED THE TWELVE PERCENT GOAL. USUALLY THE LAST 
SIX MONTHS OF THE YEAR SHOW A SLOWDOWN IN THE RISC OF PRICES, BUT 
THIS YEAR THE EMBASSY SEES INFLATIONARY PRESSURES INCREASING 
RATHER TAN ABATING FOR THE SECOND SEMESTER oF 1973. 

AN INFLATION LIMITED TO NEAR TUELVE PERCENT IS A CONSIDERABLE 
ACCOMPLISHMENT FOR ANY BRAZILIAN FINANCE MINISTER, BUT DELFIN 
HAS PUT HIS PRESTIGE ON THE NUMBER TUELVE. IN ADDITION TO BEING 
A BITTER FINALE FOR THE MEDICI GOVERNMENT, FAILURE TO REACH 
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THAT GOAL MAY SPELL FUTURE TROUBLE FoR THE POLITICALLY AMBITIOUS 


DELFIM. {LIMITED OFFICIAL USED 

J+ COLOMBIA-ECUADOR? IF VENEZUELA RENCUS DIPLOMATIC RELATIONS 
UVITH FUBA IN THE NEAR FUTURE. AS IS EXPECTED, COLOMBIA AND ECUADOR 
MAY VERY WELL FOLLOW SUIT. COLOMBIAN PRESIDENT PASTRANA HINTED 
THAT RECOGNITION OF CASTRO'S REGIME HAY GE IN THE OFFING DURING 
HIS JUST~COMPLETED TRIP TO VENEZUELA. In HIS ARRIVAL SPEECH IN 
CARACAS»+ PASTRANA NOTED THAT “IDEOLOGICAL PLURALISM” IS REQUIRED 
IN LATIN AMERICAN RELATIONS. LATER, THE COLOMBIAN PRESIDENT 
REPORTEDLY TOLD NEWSNEN THAT "LATIN AMERICA MUST MAMINTAIN RELA- 


TIONS WKTH ALL COUNTRIES OF THE WORLD." IT ALSO IS LIKELY THAT 


COLOMBIA WILL REVERSE ITS POSITION OF SUPPORT FOR US POLICY: 
AND ENDORSE FUTURE MOVES IN THE OAS TO LIFT SANCTIONS AGAINST 
DEALING WITH CUBA. 

THERE HAVE BEEN NO DIRECT INDICATIONS THAT ECUADOREAN 
PRESIDENT RODRIGUEZ HAS DECIDED TO OPEN RELATIONS WITH HAVANAs 
BUT ECUADOR CONTINUES TO SUPPORT MOTIONS THAT WOULD LIFT PRO- 


- HIBITIONS AGAINST OAS STATES DEALING WITH CASTRO. QUITO HAS 


MATE: 
ORIG. 
UNIT, 
EXT 


Approved For Release 2001/08/17 : CIA-RDP85T00875R000600050007-0 


Approved For Release 2001/08/17 : CIA-RDP85T00875R000600050007-0 
OUTGOING MESSAGE Se 


nm 
i 
rr 1 
: rt 
% : 4 & H 
RAs FOE T Em COR Here © TOS to 


£08 =~ are ong “99 wen 


OnF Q 0 0 0 0 0 b \, 
messmo “SECRET NO FOREIGH DISSEN 


WHEE AD tet tien Hag Hem Gene PEG Oo Ome ong WERE EAS WEFT OS Og BER 


cone thera FUE Omsem ay 
0 Hae 0 Tere copeng yy ren af 
0 OF Oty Om 

0 moe ee 


CONSULTED CLOSELY WITH CARACAS OW ISSUES OF THIS SORT IN THE PAST 
AND PROBABLY WILL CONTINUE TO DO SO. FURTHERMORE, RODRIGUEZ 
REALIZES THAT HIS REGIME COULD USE THE POPULAR BOOST THAT A 
NATIONALISTIC MOVE SUCH AS DEFYING THE US ON CUBA WOULD PROBABLY 
YIELD. {SECRET) E-@INPDET.a 
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LAT ASTA ORIEF OLD. 
ITEMS MARKED & HAVE BEEN COORDINATED WITH THE DEPARTMENTS 
OF NTATE AND DEFENSE. 
RL-//CHINA! LAST YEAR'S DISAPPOINTING HARVEST HAS 
= CAUSED POLITICAL REPERCUSSIONS IN THE CHINESE LEADER- 
SHIP. 
VICE PREMIER LI FU-CHUN, AT ONE TIME A LEADING 


ECONOMIC PLANNER, REPORTEDLY APOLOGIZED LATE LAST 


. YEAR FOR OVERESTIMATING CHINA'S INDUSTRIAL GROWTH 
RATE. LI ALLEGEDLY SAUD THIS CAUSED TOO MUCH MAN- 
S POWER TO BE ASSTLWED TO INDUSTRY. THUS HURTING AGRI- 
CULTURE. 


IN THE WAKE OF LAST YEAR'S SUBNORMAL HARVEST. 
PEKING HAS TAKEN STEPS TO SHIFT MORE MANPOWER TO 
AGRICULTURE. IT IMPOSED A STIFF S-PERCENT CEILING 
ON THE NUMBER OF WORKERS IN THE COUNTRYSIDE ALLOWED 
ae TO DO NONFARMING WORK. REPORTEDLY INSTITUTED A FREEZE 

ON THE HIRING OF URBAN FACTORY WORKERS, AND SHARPLY 
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ACCELERATED THE CAMPAIGN TO SEND CITY YOUTH To voRK 
IN AGRICULTURE. 

THESE MOVES PROUADLY RESULTED FROM CONCERN OVER 
CURRENT HARVEST PROSPECTS RATHER THAN FROM ANY AIS-~ 
CALCULATION BY LI FU-CHUN. ADVERSE WEATHER CONDI- 
TIONS WERE THE PRIMARY KEASON FOR LAST YEAR'S SHORT- 
FALL, AND NO PLANNER CAN PROGRAM NATURAL CALAMITIES. 

THE AGING LI FU-CHUN HAS NOT BEEN ACTIVE IN 
RECENT YEARS. BY ACCEPTING THE BLANE, HOWEVER, LI 
DEFLECTS CRITICISM FROM OTHERS NORE DIRECTLY IN- 
VOLVED IN MANAGING THE ECONOMY. HE WAS REPLACED AS CHTEF 
PLANNER LAST FALL BY YU CHIU-LI% BOTH HAVE BEEN 
CLOSE ASSOCIATES OF CHOU EN-LAI. DESPITE THE DIS- 
CLOSURE OF LI'S CONFESSION, AS A PARTY ELDER HE 
PROBABLY WILL RETAIN HIS CENTRAL COMMITTEE MENBER- 


SHIP AT THE COMING PARTY CONGRESS. {CONFIDENTIAL 


C+ CHINA: PEKING, NOW MWELL IN ITS DRIVE TO IMPORT 
ADVANCED FOREIGN TECHNOLOGY, IS MAKING A SPECIAL EFFORT TO 
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ADJUST ITS IDEOLOGICAL PONITION £0 ACCEPT THE THEA OF 
FOREIGN AID AS A PROPER TOOL FOR ECONOMIC DEVELOPMENT. 
SPEAKING IN GENEVA AT THE SSTH SESSION OF THE UN MECONONIC 
AND SOCIAL COUNCIL, CHINESE DELEGATE WANG JUN-SHENG 
ACKNOWLEDGED THAT DEVELOPING COUNTMRIES. INCLUDING CHINA, 
SUFFERED FROM INADEQUATE FUNDS AND LACK OF TECHNOLOGICAL 
KNOW-HOW. HE DOWNGRADED THE CONCEPT OF AUTARKY AND INSISTED 
ON "MUTUAL RESPECT AND BENEFIT" IN AID RELATICNS. 

WANG’S SPEECH WENT SOMCMMMYHAT GEYOND THE STATEMENTS MADE 
BY THE CHINESE DELEGATION LAST APRIL AT THE MEETING OF THE UN 


SELF RELIANCE DID NOT PRECLUDE INTERNATIONAL ECONOMIC AND TRADE 
RELATIONS AND THAT THE CHINESE WERE “READY TO LEARN FROM THE 
ADVANCED EXPERIENCE OF OTHER PEOPLES” {SECRET} 

3-//CHINA: THERE IS MOUNTING EVIDENCE THAT SHARP RISES 
IN THE PRICES OF CHINESE TEXTILES AT THE SPRING CANTON 
TRADE FAIR BROUGHT WIDESPREAD COMPLAINTS AND STIFF 


OAYE: 
ORIG: 
UNIT: 
EXy: 


Approved For Release 2001/08/17 : CIA-RDP85T00875R000600050007-0 


Approved For Release 2001/08/17 : CIA- pear a el 0 
QUTGOING MESSAGE =~: el o 


« 
Qtr hs + POEM ag erty + x 


OnF 0 0 0 0 f) M) 


eee Se 


SECRET NO FOREIGN DISsen 


POR EERE tne teen ote mee pte we Fe ame ee WER 2HS HELE HE Orr gg em corte 


COnF las) rie OISSEM By 
Q Se 0 ee eee ren g 
epee en ’ 


0 wenee 
RESISTANCE FROM MANY OF CHINA'S QEST CUSTOMERS. PEKING 'S 


DECISION TO HOOST PRICES WAS PROBABLY BASED ON A NURBER OF 
FACTORA-RISING COSTS OF IMPORTED RAW AATERTALS. TUPROVENENTS 
IN THE QUALITY OF CHINESE TEXTILES, INCREASES IN WORLD 
TEXTILE PRICES. CURRENCY REVALUATIONS BY JAPAN AND OTHER 
MAJOR TMRADING PARTNERS, AND INCREASED CHINESE FOREIGN 
EXCHANGE WEEDS. TEXTILES NORMALLY ACCOUNT FOR RETUEEN es 
AND 30 PERCENT OF THE ANNUAL VALUE OF CHINESE EXPORTS. 

THE OVER-ALL EFFECTS OF THE PRICE INCREASES ON TEXTILE 
EARNINGS CANNOT BE ASSESSED AT THIS POINT. INDICATIONS THAT 
THE CHINESE WERE LEFT WITH SUBSTANTIAL AMOUNTS OF UNS OLD 
TEXTILES WHEN THE FAIR CLOSED SUGGEST THAT PEKING OVER- 
ESTIMATED THE WILLINGNESS OF CUSTOMERS TO PAY THE HIGH 
PRICES. THERE IS NO EVIDENCE THAT DOMESTIC PROBLEMS WITH 
TEXTILE SUPPLIES HAVE CUT CHINESE TEXTILE EXPORT CAPA- , 
BILITIES. OUTPUT OF WOOL, SILK. AND MAN-MADE FIBER 
PROBABLY INCREASED LAST YEAR, AND MASSIVE COTTON IMPORTS 
THIS YEAR ARE BELIEVED TO HAVE OFFSET THE POOR 1972 COTTON 
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